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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

AT RI CHVOND
JO NT PETI TI ON OF
VORLDCOM | NC.
and CASE NO. PUA970052

MCI COMMUNI CATI ONS CORPORATI ON

For approval of agreenent
and plan of nerger

ORDER GRANTI NG APPROVAL

On Novenber 26, 1997, WorldCom Inc. ("WorldConm'), and M
Communi cations Corporation ("MCl") (collectively, the
"Petitioners") filed a Joint Petition with the Conm ssion
requesting approval, pursuant to 8 56-88.1 of the Code of
Virginia, of an agreenent and plan of nerger that would result in
a transacti on whereby MCI would nerge with and into TC

| nvest ments Corp.,*

a whol |l y-owned subsidiary of WorldCom  The
Petitioners request expedited treatnent of the Joint Petition.
Worl dComis a Georgia corporation publicly traded on the
NASDAQ St ock Market. WorldComis authorized, through affiliates,
to offer intrastate interexchange and | ocal tel econmunications

services in the Coomonwealth of Virginia, and is authorized by

! TC Investnents Corp. will be renaned MCI Cormmunications Corp.


http://www.state.va.us/scc/contact.htm#General

t he Federal Conmunications Conm ssion("FCC') to offer donestic
interstate and international services as a non-dom nant carrier
nati onw de.

MCl is a Delaware corporation publicly traded on the NASDAQ
Stock Market. MCl is also, through its affiliates, authorized to
provide intrastate interexchange, |ocal tel ephone and conpetitive
access services in the Commonwealth of Virginia. MI's operating
subsidiaries are also authorized by the FCC to offer donestic
interstate and international services nationw de.

Worl dCom and MCI have stated that the proposed nerger wl|
enable the Petitioners to realize significant econom ¢ and
mar keting efficiencies and enhancenents by nerging the two
entities and establishing Ml as a wholly-owned subsidiary of
Worl dCom The Boards of Directors and stockhol ders of both
conpani es have approved the transacti on.

The Petitioners represent that the proposed nerger is in the
public interest because, conbined, the two conpani es can use
synergies to accelerate conpetition, especially in |local markets,
by creating a conpany with the capital, marketing abilities, and
network to conpete against incunbent carriers. The Petitioners
further represent that the conpetitive benefits of the proposed
merger, particularly for |ocal, interexchange, and international
services, are substantial. The Petitioners state that, by
creating a nore effective and nulti-faceted carrier in the |ocal

exchange sector, the proposed nerger wll significantly enhance



conpetitive choices for tel ecommunications custonmers in the
Commonweal th of Virginia.

In the Petition, WrldComand MCl further state that neither
entity controls any bottleneck facilities or incunbent carrier
network and that neither has market power in any
t el ecommuni cations service. The Petitioners represent that the
i ndustry segnment in which their conbined market shares are the
| argest, long distance services, is the sector that is nobst
conpetitive and has virtually no barriers to entry.

Under the terns of the Merger Agreenent, holders of M
Common Stock will receive shares of Wrl dCom Comon St ock
pursuant to an agreed upon Exchange Ratio. Upon conpletion of
the nmerger, current holders of MClI's Common Stock will own
approximately forty-five percent of the conbined conpany as
determ ned by the Exchange Ratio as of the closing date. The
merger will be accounted for as a purchase and will be tax-free
to MCl stockhol ders.

British Tel ecomwas previously granted Comm ssi on approval
to acquire MCI. However, that conpany has agreed to support the
MCI merger with Wirl dCom and has agreed to vote agai nst any
alternative transactions.

On Decenber 8, 1997, the Conm ssion issued an Order for
Notice and Conmments and Requests for Hearing. On Decenber 31,
1997, Worl dCom provi ded proof of notice as directed by the

Conmi ssion in that Order.



On January 9, 1998, Comments and Request for Hearing were
filed by the Comruni cati ons Wrkers of Anmerica(the "CWA') and GTE
Cor porati on and GTE Conmuni cati ons Corporation (collectively,
"GITE"). Inits Comments and Request for Hearing, the CMA
expressed the follow ng concerns: that the nerger wll have the
anticonpetitive effect of significantly increasing the nerged
entity's market power to set prices for its Internet access; that
t he proposed nerger will hurt universal service; that the
proposed nerger will adversely affect conpetition in the | ocal
exchange market; and that the proposed nerger will result in a
significant | oss of tel ecommunications jobs in Virginia.

In its Comrents and Request for Hearing, GTE alleged, inter
alia, that the proposed nerger may have an anti-conpetitive
effect on the provision of interexchange network service and on
conpetition for |ocal exchange service in Virginia. GIE stated
that the Joint Petition failed to address the statutory standards
for approval of the proposed nerger and requested a hearing to
determ ne whet her the proposed nerger neets the requirenents of
8 56-90.

On January 16, 1998, the Petitioners filed a pleading
opposi ng the coments and request for hearing filed by GIE and
CWA. The Petitioners asserted that the proposed nerger neets the
statutory requirenments of 8 56-90, and alleged that GIE has an
interest in acquiring control of MC and in obstructing

regul atory approval of the proposed nerger. The Petitioners



deni ed that the nmerger would have an anti-conpetitive effect on

t he i nterexchange tel ecommuni cati ons market and stated that the
nmer ger woul d enhance conpetition for |ocal service. The
Petitioners also denied CWA's all egation that universal service
woul d be adversely affected by the nerger and that the savings
resulting fromthe nmerger would cone solely fromthe downsi zi ng
of the organization. The Petitioners stated that CM' s concerns
regardi ng the provision of Internet backbone service were w thout
merit and that such concerns were beyond the scope of this

pr oceedi ng.

On February 12, 1998, GIE filed a Motion to Dismss or, in
the Alternative, for Leave to File Suppl enental Comments and
Request for Hearing. |In that notion GIE stated that the Joint
Petition should be dism ssed for failure to furnish the
Comm ssion with sufficient evidence to support a determ nation
that the applicable statutory criteria had been satisfied. In
the alternative, GIE sought leave for its filing to be treated as
GITE s Suppl enental Comments and Request for Hearing. GIE
requested a hearing to determ ne whether the Petitioners could
devel op sufficient evidence to support approval of the proposed
ner ger .

On March 23, 1998, Staff filed its report. Staff recommended
approval of the Joint Petition with a report of action to be
filed Decenber 31, 1998. Staff concluded that the proposed

transfer of control neets the test of the Utility Transfers Act



in that "adequate service to the public at just and reasonabl e
rates will not be inpaired or jeopardized." Staff noted that
after review of information contained in the Joint Petition,
additional information obtained fromthe Petitioners in response
to Staff inquiries, information published in financial reports,
and cooments filed by the CMW and GIE, it was satisfied that it
had sufficient information to make such a determ nation. Staff
noted there was no evidence that the proposed nerger would
j eopardi ze the provision of adequate service to the public at
just and reasonabl e rates.

In its report, Staff addressed the concerns raised by the
CWA and GITE. Staff represented that the conpetitive nature of
t he services provided by Wrl dCom and MCI and the Conm ssion's
met hod of regul ation of the markets in which those conpanies
operate was key to evaluation of the proposed nerger and provided
the inplicit definition of "adequate service at just and
reasonabl e rates” under 8 56-90. Furthernore, the Conpany's
custoners in Virginia will have the option of easily changing
service providers if they are no | onger satisfied with the
service being provided for the price paid. Staff also noted that
t he Comm ssion does not regul ate or appear to have jurisdiction
over Internet services.

In a notion filed on March 25, 1998, GIE requested |eave to

submt coments on Staff's Report. Pursuant to a Conm ssion



O der entered on March 27, 1998, GIE filed those comments on
April 3, 1998.

In its coments GIE requests that the Conmm ssion not adopt
Staff's recommendation and that it either deny Wrl dCom MCl' s
request for approval of the nerger or set the matter for hearing.
GIE stated that Staff's Report erroneously interprets and applies
the relevant statutory criteria and that its recommendation is
not supported by the evidence. GIE naintains that Staff
di sregards information supplied by GIE

On April 3, 1998, the CWA filed comments on Staff's Report.
The CWA objects to Staff's recommendati on for approval of the
Joint Petition and all eges that the proposed nmerger will reduce
the nunber of facilities-based conpetitors and delay the
devel opnment of conpetition for residential and small business
custoners in the local |loop. The CWA also alleges that the
merger will result in loss of job growmh in Virginia and w ||
harmthe intrastate Internet market by creating an entity with
nore than 63% control of the Internet backbone.

NOW THE COW SSI ON, upon consi deration of the Joint
Petition, the pleadings of the CWA, GIE and the Staff Report, is
of the opinion and finds that the above-described nmerger woul d
nei ther inpair nor jeopardize the provision of adequate service
to the public at just and reasonable rates and shoul d, therefore,
be approved. W find further that none of the allegations raised

herein nust be resolved by hearing. Even if all the allegations



are viewed in the light nost favorable to the CWA and GTE, we
still find that the proposed nerger neets the criteria of the
Uility Transfers Act. Accordingly,

| T IS ORDERED THAT:

(1) Pursuant to 88 56-88.1 and 56-90 of the Code of
Virginia, approval is hereby granted for the Agreenent and Pl an
of Merger as described in the joint petition.

(2) A Report of Action shall be filed no |ater than
Decenber 31, 1998, and shall include the date the nerger was
consunmat ed and the total anount of the transaction.

(3) There appearing nothing further to be done in this

matter, it shall be dismn ssed.



